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A meeting of the State Lands Commission was held in the office
of the Derartment of Finance, State Capitol, Sacramento, at 11 a.m.,
November &, 1938,

Present were?

A. E, Stockburger, Chairmsn
Gyorge J. Hatfield, Momber
Harry B. Riley, Member

The Executive Officer presented to the Commission a report of
. Dr.. E. K. Soper, Consul‘bmg Geclogist and Petroleum Engineer to the Com-
B mission, With respsct 0 bids received pursuant to notice of intention
-8 ' of the Commisaion to offer .agresment or agreements to extract oil, gas
and other hydrccarbons from certain tide and submerged lands. located
easterly of 234 Street, Huntir zton Beach, California.

By motion of Mrs Riley, seconded by M. Hatfield, and unardmoug-
S cme&, it was orderad that the said teport of Dr. E, K. Sopei be set
forth in full in the minutes of this neet-ing. The repart inwords and
fa.gures is as folliws:

ANALYSIS OF BIDS REGEIVED OCTOBER: 29, 1938
F(R NEW WELL. LOCATIONS EAST OF THE FOOT Of 23RD STREET
IN THE H{INTINGT(EI BEACH TIDELANIB OIL POOL

Pursuant $o the piblished advertisement for bids for the
drilling’ of ten addivions? w#ells to be located in that portion
.of the Buntington Beach State tidelands ik pool 1ying easterly
of the foot of 23rd Street bids were received fram each of
three companies for 1ocata.ons designated Location 0O and loca-
tion L0l. No bids were received for the temaining eight loca-
tions to-wits k02 to 409 inclusive. The nawes of the bidders
and the locaticns bid upon are as followss

1. Wilshire 0il Co., Ino. - bld upon Locatmﬂs 100 and
lioi.

2, The Termo Company - bid upén Tocations L0O and hOl.

3. McVicar-Rood, Inc. - t%0 bids upon Location LOO (original
bid and altertiative bid); and one bid wpon Location L0l.
The bid form specifies that the oil royalty which "the Grantee
shall pay to the State shall be acrerding to the following formmla:

R=P - 36.8T x fackor
295 - 0016667?—-

where R is the royaliy rate in per cent applicabls tc the

total value of the production of oil firom each well during

the month, and

B : P is the average daily prochct.ion of ‘the well, determinsd

B by dividing the total production for the month by ths tobal
. nmber of production days of twenty-four hours szchj
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provided, however, the Qrantee shall payat all times a
minimum royalty of twelve and ons-half (12%) per cent upon
such average daily prcd’ ction., The faetor of she abowe
equation was inserted by the bidder to astablish the oil
royalty which the biddsr shall pay to the State,

The bid form speclfa.ed that the royalty on. gas and
natural gasoline shall be payable to the State of C, hfor«»
ria at the times and in the manmer specified for the Pay-
ment of royalty on oil and hat the ¥ -walty on all dry gas
and natural gasoline shall be 15% of the market value at
Huntington Beach, California, of such dry gas and natural
gasoline,

-In view of the fact. that t.he terms of the ag'eements
impose identical requirements upon all rospmctive ‘Pidders,.
and in view of the fact that no problems are' involved re=
garding mudber -¢f walls: to-be drilled or orfset wells; the -
evaluation of the varicus bids is redueed to-& nons.Ldera‘cion
-of the numerical factors inserted by the b:.dder*-‘ in ‘the '
roya‘! ty formu.ta.

A camipaison of the ofl royalties oﬁ‘ered imder the vars- .
ious bids is shown in the following tabulations I and II: - - -
Tabulation I .shows the royalties ofssrsdfor Location L(I0s
'l‘abulation II shows the royalties cffered for Loca‘h_;on ho;. .

--COMPARTISON OF OIL ROIL\LTIES
OBFERED UNDER THE: VAR].OU& BIIB
: FOR I.OC&TIC&\I hO() '

Average Per Cent Roya}.ty ' Per Cent Roaylty Per Cent chalty

 Daily Pro-  Bidof o Bid of - Bigeor |-
© ductioh in . N:Llshire 01X Cas The Tarmo Co, R HcV;car—-Rood,_ Inc.
Bavréls: -~ - i , ,
o . ’12,50 ' S 12.50 : T 12 5’0-
25 - . .,50 - .13.50 : , 12.507
B T ‘.".50 - 12 R .50
*79:10 12.50% S " "
#82,77 13,37 , |
100 « 1710 : 12.50 : 12,50
125 : : ?1.68 : - 13.be , _ 15,63
150 25.50 15,87 o 18338
175 28473 ' 17.88 o 20,71
200 31,50 1960 D - 22.71
- 225 | 3555 21,09 2l bk
250 36,00 22440 25.95
275 37,85 < 151 S 27.29
300 39,50 2058 | 28,148
325 140.98 25.50 29.5h

350 - he.0 — 86.32 30:50-




Average
Daily Pro-
duction in
Barrels

315
koo
425
150
L75
500

7

750
1000
1500
2000
2500
3000
1000
5000:
7500

% Minimum royalty of 1234 app™:es

Average

Daily Pro- -

Aduchon in
Barir.els )

Per Cant Royalty
Bid of
Wilshire 0il Co.

43.50
h4059
1559
L7.3
48.12
53.50
Séo)’-&
59.86
61.8;
62.7h

6liehib
65,05

65 0‘85

C(MPARISON OF OIL Romm:s
OFFERED. UNDER THE VARTOUS BIDS
FOR mc;mon lm.

Por Cént Royalty
Bid of
Wilshire 0il Cao,

Per Cent Royalty
Bid of
The Termo Co.

27.07
277h
28 037
28.93

29oh6

29.9
33.29

o -0

35.10

37.25
38.35

39.04L

39.51

,h0597

12450
12,50
- 12,50

1250
12,50
12,50%
15e99
20,28
23.84
26.86
29kﬁ5
31,70
33.66
35 Lo
Sl
38032
39.56
Lho.68
41,70
h2.63

 Per Gent Royalty
Bid of
‘The Termo Co.

Per Cent Royalty
Bid of
HeVicar-Rood, Ince

.50
12,50

12,50
12,50

‘1250

15.h2
18.13
20 13
225
2h.11
25,60
26.92
28.09
25,154
30.08
30,93
3171
32.4h2

31.36
32,15
32.87
33553
34.13
3h.69
38.57
10.77
43,16
Iholih
45 .24

U518
1648
16,50
L7.48

Per Cent Royalty
Bid of - .
MevE cnr-Rood, Inc.

.50' E

’12 50 -

12.56
12,50

12359'7
12,50
13:60
15.32
16,80
18.08
19,20
20,19
21,07
21.85
22,56
23.20
23.78
2l143%



Average Par Cent Royalty Per Cent Royalty Per Cent Royalty
Daily Pro~ Bid of Bid of Bid of
duction in Wilshire 0il Co, The Termo Co, McVicar-Rood, Inc,
Barrels o
150 13.48 33.07 211,80
)475 - hh027 33067 25025
500 Lk .99 3k.22 25666
750 50.03 38.0L 28.53
1000 52.87 10,21 30,16
1500 55498 h2 .57 : 31.93
2000 57.6k ¢ li3.83 32.87
2500 58.67 Ll.62 33.L6
3000 59.38 W 16 - 33.87
4ooo: 60.28 5.8y 3. 38'
5000 60,83 16426 3k 69
7560 61.58 146,83 35.12

#Mi njimis T oyalty of 12—1-.%. applies. -

‘The royalty offered on dry gas and natural gasoline was thie sawé on
all bids submrbted 184y 15% of the market value of all dry gas pro-
duced and 15% of the market value of 211 the natural gasoline and other
products extracted and saved from the gad produced. This is equal to
the minimom royalty on dry gas and natural gasohne gpecified in the
,agreemnnts,

The aliternate bid retéived from Hchcar«-Rood Inc., for" Location LOO
did not follow the specifications st up in the 0il royalty iorml: dn- -
serted by the State in: the: bid form. Instead of inserting a rumlerical -
factor in the royalty fommlct as required, the licV:.car—Rood, inc.; al~ -

- ‘ternate bid on Location 400 containéd a rovalty fachor expressed as fol=
 lows: 5 +110 where 1?. equils the average daily production of 5 he
P
well, It will be seen at onge. “that this fagtor would be 'vara.able and-
would depend upon the average daily production of the well which would
vary from month to month. Conssguently, it would be a.mpossa.ble to
accurately evaluate in advancé the royalty to be paid if calculated by
such .4an indefinite formula, For that reason the alternative bld of
7KeV1car~Rood, inei, on Location hOO ehr;uld be rejec'bed. D

Tt. is worth . notmg, homver, that i 74 ‘t-hs avaraga dally production is
assumed to be 220 barrels per day tae “Royal'by factor" contained in the Mc-
Vicar-Rood, Inc., alisrnativé bid would be equal to 1.0, If the average
daily production: is wmore than 220 barrsis per day, the factor would be less
than 1.0, If the average daily production is léss than 220 barrels per day,.
the factor would be greater than 1.0, In other words, under this royalty
formla, the biddér would pay progressively lower royalties for progressive-
1y hlgher rates: of prcduct:.on, and: progressively highsr royalties for pro-u
gresgively lower rates of production, until the minimum royalty - -of 123 per
cent. would . applys.
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A4 comparison of ths oil royalties offered under the
varicus bids contained in the foregoing tables clearly
shows that the bids of the Wilshire 0il Company for both
locations are considsrably higher than any others received,

(SIQED) E, XK. SOPER
- - ] ) Ee Ko Soper
November 1, 1938. Consylting Oeoclogist and Engineers,

¥r. Hatfield put the folléwing resolutions
“REGTTAL:

Pursuant to. notice of mtentlon of the State Lands Conmssia‘)n

- to énter into agreement -or agreements for the -axtraction of oil, gag and -
otheér. hy&rocarbons, from certain. tidelands and sultmerged lands of the: '

‘State situate irn Orange: Caunty, Ga}ifornia, identified by Loca‘bn.ona, Nose 8
100, - oL, 1i02; 103, Lok, 105, 106, 1i07; 108, and 109, published inacéord=
ance with law; bids were received from ﬁlshlre 0iY: Company, Inc., a cor<

poration, ‘The Terhno Gomparw, a_corporation, and ‘MeVicar-Rood, a -corpora-
tiony which bids were -opened &t a meeting of the State Lands Commission

held October 29, 1938 in: Room. 301,. State Bualding, Los Angales. It appears:
that the bids 6f Wilshire OIT . Coripany;. Ine,, & corporation; for Locationss -

Nos. 100 and L0l -are the. ‘highest bids received by the Commission, and it

- further appears that .said Wilshirs 011 Company, inc,; a corporation; has
the: qualifica‘bions set forth-in the A3tate Eands Act of 1938," and has xet

1Y the requirements of the Astate Lands Act of 1938" and -sa¥d notice of

this Csmmission, and that-ths: bid of gaid corporation has received the - ‘ . .
aprroval of the Attorney ‘Gavieral as o form, and it further appears ¥hat: o

'the bids of The Termo Company, a ccmporation, and lcVzcar-Rood, a corpwa-

} Inc., a corporai;ion, for the respective 1ocatxons. :

s, 2 20

NOW THERH'ORE BE FT RESOLVED That the b:.ds of W:.lshlre 01
Gompany, Incey & corporation, be accepted as subm1t»ted for said Locations.
- Nos.. 400 and 4O, and N

- " BEIT FURTHER ‘RESOLVED That the blds of ){cVicar-—Rood, & cofpor-
ation, and Tha Termo (}ompany. s+ :corporation, as submtted, ‘be, and the
gamg are, }wraby rejected, and. ]

BE IT FURTHER RESOLVED That the Attorney of the Division of

- State ILands be, and he-is hereby, authorized, empowered and directed to
- exsoute upon Behslf of the State Lehds Gommission with Wilshire 0il -Company,

Ince; & corporation; those certain Agreements for Easements Nos. 100 and
101, Huntington Beach, -conetituting the bids of said Wilshire 0il Gompany,
Inc., > 8 -carporation, a.nd

— BE IT FURTHER RESOLVED That the Attorney be, ani he is héreby

authorized, empowered and d:u.rected, t6 de any and all thi ngs’ necessary to
affectuate the intents and purposez of this resclution ard ths “State
Lands Act of 1938" in so. far as apphca’ble thereto,
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The 11 was called and the resolution was adopted by the following votes

Ayes - George J. Hatfield
Harry B. Riley
Arlin E, Stockburger

HNoeg - Nons

Upon motion of Mr, Hatfield, seconded by M¥r, Riley, and unani-
mously carried; it was ordered that application to abandon wells described
in Agreements for Easements 29} and 30k, Huntington Beacli, be approved
upon condition that the respective grantees thereof surrender eassments
and guitelaim to the Stat.e of Cahfornia the. arsas coverad. thareb‘y.

M, Hati'leld put resolution as follows:

BE IT RESOLVED That the: Attorney of the Division of State Iae.nds
“be, and he is: ‘hareby,. enpowered, author:.zed and directed, to enter into an
agreement between the State o £ California and the Pacific Electric Raﬂ.way i
Company, a corporatioh, the Huntingbon Beach Compam', a corporation;. Pa.c:.f-
ic Electric land Company, a corporation, and Standard 0il Company of Cali-
fornia, a c¢orporation, to -és5ablish -ordinary high watéer wark which Shnll ‘be
in ac¢cordance witl: that certain line camponly known as the nleeds linet,
within ths, City of Hun'cington Beach, California, in connectlon wth Agree-
ment for Eagsment No, 392, Huntington Beach, Agreement far Easemsnt No,
1100, Huntington Beseh, and Agreement. far Easement Nos. 1101, Hmtington Beachs,

- The r 611 was- called, and hhe resolution was adopted by the followmg vote.

Ayes - %orge Je Hatf:.eld A -

Harry B. Riley
Arlin k. Sbockburger

»'Noea - Nona '

Upon. mot:.on of ¥ Hati‘ield, secorded by ¥r. Riley, and unanimous-
ly cerried, the Execntive Officer was authcrised, enpowered: and dlreeted, to

{a). Tasue approval of the Commission +o the City of Seal Baach to
congtruct & mmc:Lpal pier over t:.de‘Lands and submergsd lands
: nth.m +the exterior boundaries of said city; the application
of the City of Seal Beach having been granted by County of -
Orange pursuant to Section LONE of the Harbors and Ravlgatlonv
Code:

(b) Prepare lease for execution by the Governor to 4, Dowrel:x.o
under Chapter &, Statutes of 1929 , covering certain premises
near Vallsjo in Solano County, State of California, more par—
'blct..larly described as follows, to wits

An area of submerged land in Carquinez S‘hralt approximately
200 feet in length and 25 fee’ in width, the most westerly
corner of which is 8 b5° B., 525 ft. from a point ofi DPike Wo.
9, 350 £t. shoreward of the bulkhead ares on which the
Carquinez Strait Iight House is situated,

=5l




for a term of ten years and at an anmal rental of $120.00;

(¢} To issue to E. A, Dunn.a State mineral prospecting par
to prospect for molybdenum, tungsten, gold and silver, on the
W3 of NEZ of Section 36, T. 30 S., Ry 35 Eu, H.DM., Kern

Countys rf th the right to preferential lease. upon discovery of
comnercially valuable mmeral a’c. 10% of the value thereoﬁ

{d) To issue ‘oo Philip M. Zannaras .a State mingral prospectmg
perm:.t to pxospect for copper, gold and sﬂver, on the WQ of

County, Cahforma, m.th the. nght to praferen’m&l 1ease upon

discovery of camercially valuable mineral at 10% ox the value:
thereofs

.(e) .To; ifscue certifica‘be of the Commssion to the. Governor i‘ar

:execution of° patenit to. Gaorge P, Dyer covering Lot 3 of 866, 11,

T 9 Nuy R. 7 s ‘ .D;L, Kape. County. :

(f) To.mrtify and approve vacation of h workmg days to. Arthur

zH Alexander and 8% vrorld.ng days 6 J. M. Hidgley. :

 There being no further business to ¢ome before: the commisaion, B
the meetlng ‘was ad;}ourned. : ‘




